
COMMONWEALTH OF KENTUCKY 

BEFORE THE UTILITY REGULATORY COMMISSION 

* * * *  * 
In t h e  Matter o f :  

A N  ADJUSTMENT OF RATES OF 1 
THE SEDALIA WATER DISTRICT ) 0 CASE NO. 7910 

O R D E R  

Preface 

On J u l y  15, 1980, t h e  Sedalia Water D i s t r i c t  ( A p p l i c a n t )  

f i l e d  a n  a p p l i c a t i o n  w i t h  t h i s  Commission w h i c h  set f o r t h  t h e r e i n  a 

p r o p o s e d  increase i n  rates. The increase i n  a n n u a l  r e v e n u e s  s o u g h t  

by t h e  A p p l i c a n t  f r o m  its p r o p o s e d  ra tes  w a s  $6,907 over  t h o s e  

produced d u r i n g  the t w e l v e - m o n t h  period e n d i n g  A p r i l  30, 1980. 

T h e  case w a s  se t  for h e a r i n g  a t  t h e  C o m m i s s i o n ' s  o f f i c e s  i n  

F r a n k f o r t ,  K e n t u c k y ,  a n  October  29, 1980, a t  1:00 p.m., E a s t e r n  

Standard Time.  All par t ies  of i n t e r e s t  w e r e  n o t i f i e d  w i t h  t h e  

Consumer I n t e r v e n t i o n  D i v i s i o n  o f  t h e  A t t o r n e y  General ' s  O f f i c e  

being permitted t o  i n t e r v e n e  i n  t h e  ma t t e r .  A t  t h e  c o n c l u s i o n  of 

t h e  h e a r i n g ,  i t  w a s  d e t e r m i n e d  t h a t  a l l  r e q u e s t e d  i n f o r m a t i o n  a n d  

o t h e r  p e r t i n e n t  mat ters  h a v e  b e e n  f i l e d  a n d  t h e  e n t i r e  matter is 

now c o n s i d e r e d  t o  be f u l l y  s u b m i t t e d  f o r  f i n a l  d e t e r m i n a t i o n  by  

this Commission.  

T e s t  Per iod 

For the purpose of d e t e r m i n i n g  t h e  reasonableness of t h e  

proposed rates, t h e  twelve-month  pe r iod  e n d i n g  A p r i l  30, 1 9 8 0 ,  

h a s  been u t i l i z e d  as t h e  " T e s t - Y e a r . "  A d j u s t m e n t s ,  w h e r e  f o u n d  

s i g n i f i c a n t  a n d  r e a s o n a b l e ,  h a v e  b e e n  i n c l u d e d  t o  ref lect  m o r e  c u r r e n t  

operat ing c o n d i t i o n s .  

V a l u a t l o n  MCftJiodR 

T h e  Commission f i n d s ,  f r o m  t h e  record, A p p l i c a n t ' s  N e t  I n v e e t -  

m e n t  as of Apr i l  30, 1980 is as  f o l l o w s :  

P l a n t  i n  Service 
Cash  Working  C a p i t a l  

Subto t a1 

$ 136.037 
1 . 2 4 5  

Less : 
Accumulated D e p r e c i a t i o n  57,189 
C o n t r i b u t i o n s  i n  Aid of C o n s t r u c t i o n  18,604 

N e t  I n v e s t m e n t  $ 61,489 



I n  t h e  a b o v e  c o m p u t a t i o n ,  cash w o r k i n g  c a p i t a l  h a s  b e e n  

computed  on t h e  bas i s  of o n e - e i g h t h  ( l j 8 )  of a d j u s t e d  opera t ing  

and maintenance expenses exclusive of depreciation expense and 

taxes. 

There w e r e  n o  m e t h o d s  of v a l u a t i o n  i n c l u d e d  i n  t h e  evidence 

of record by  t h e  A p p l i c a n t .  T h e  Commission h a s  t h e r e f o r e  elected 

t o  use N e t  I n v e s t m e n t  R a t e  B a s e  i n  i ts d e t e r m i n a t i o n  of a p r o p e r  

ra te  of r e t u r n .  

R e v e n u e s  a n d  E x p e n s e s  

A p p l i c a n t  proposed s e v e r a l  a d j u s t m e n t s  t o  a c t u a l  O p e r a t i n g  

R e v e n u e s  a n d  E x p e n s e s  as i temized  o n  i ts C o m p a r a t i v e  Income State- 

m e n t .  T h e  Commission f i n d s  t h e s e  a d j u s t m e n t s  allowable and h a s  

accepted t h e m  i n  i ts d e t e r m i n a t i o n  of a d j u s t e d  rates w i t h  t h e  

f o l l o w i n g  e x c e p t i o n s :  

1. On l i n e s  3 ( a ) ,  3 ( b ) ,  4 ( b ) ,  5 ( b ) ,  5 ( d )  a n d  5 ( e )  of t h e  

Commission's summary of Test-Year and p r o j e c t e d  a n n u a l  r e v e n u e s  

and e x p e n s e s ,  t h e  A p p l i c a n t  h a s  proposed s e v e r a l  pro f o r m a  a d j u s t -  

m e n t s  t o  its operating expenses .  T h e s e  a d j u s t m e n t s  h a v e  been 

d e n i e d  o n  t h e  bas i s  of n o t  b e i n g  r e a s o n a b l e ,  known a n d  measurable 

adjustments t o  t e s t  year e x p e n s e s .  W h i l e  t h e s e  a d j u s t m e n t s  do 

n o t  r e p r e s e n t  s u b s t a n t i a l  i n c r e a s e s  i n  operat ing e x p e n s e s ,  t h e  

effect  is s i g n i f i c a n t  in t h a t  i t  I s  c o n t r a r y  t o  Commission p o l i c y  

t o  allow t h e  i n c l u s i o n  of s p e c u l a t i v e  ad jus tments  fo r  r a t e m a k i n g  

pu rposes .  

2. A p p l i c a n t ,  i n  i ts October 16, 1980 response t o  the 

C o m m i s s i o n ' s  Order r e q u e s t i n g  p r e h c a r i n g  i n f o r m a t i o n ,  lists i n  

Item N o .  five (5) an adjusted f i g u r e  of $1,850 p e r t a i n i n g  t o  

A c c o u n t i n g .  T h e  a d j u s t e d  amount  r e p r e s e n t s  r e - o c c u r r i n g  a c c o u n t -  

i n g  f e e s  of $850 a n d  t h e  b a l a n c e  of $1,000 is a p p o r t i o n e d  t o  r a t e  

case e x p e n s e .  T h e  Commission h a s  amort ized the ra te  case e x p e n s e  

over a t h r e e - y e a r  per iod .  The individual adjustments are set  o u t  

o n  l i n e s  5(c) and 6cd) of t h e  C o m m i s s i o n ' s  summary. 
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T h e r e f o r e ,  t h e  f o l l o w i n g  t a h u l a t i o n  is t h e  Commiss ion ' s  

summary of "Tes t -Year"  a n d  p r o j e c t e d  a n n u a l  r e v e n u e s  a n d  e x p e n s e s :  

Pro f o r m a  (1) A c t u a l  
E x p e n s e s  Pro forma Found 
T e s t - Y e a r  R e q u e s t e d  R e a s o n a b l e  

Revenues  : 

Water Sales 

E x p e n s e s :  

1. Pumping E x p e n s e s :  
( a )  Power for Pumping 
(b )  Water T e s t i n g  

2.  W a t e r  T r e a t m e n t  E x p e n s e s  : 
( a )  C h e m i c a l s  
(b) Water T e s t i n g  

( a )  O p e r a t i o n  S u p p l i e s  
& E x p e n s e s  

(b) M a i n t e n a n c e  of Meters 
4.  Customer  A c c o u n t s  E x p e n s e s :  

( a )  M e t e r  Reaaing Labor 
(b) Postage 

5. Adm.  & G e n e r a l  E x p e n s e s :  
(a) A d m .  & Gen. Salaries 
(b) Office S u p p l i e s  

& O t h e r  
(c) A c c o u n t i n g - R e - o c c u r r i n g  
( d )  P r o p e r t y  I n s u r a n c e  
(e )  M a i n t .  of G e n e r a l  P l a n t  

6. O t h e r  E x p e n s e s :  
(a) D e p r e c i a t i o n  E x p e n s e  
(b) P a y r o l l  Tax 
(c) U t i l i t y  Reg. Comm. 

A s s e s s m e n t  
( d )  R a t e  C a s e  E x p e n s e  

3. T r a n s .  a n d  D i s t r i b u t i o n  
Expense  : 

T o t a l  E x p e n s e s  

N e t  O p e r a t i n g  Income 

O t h e r  Income:  
I n t e r e s t  Income 

O t h e r  Deduc t  i o n s  : 
I n t e r e s t  o n  Long Term D e b t  

Amort. of D e b t  D i s c o u n t  
a n d  E x p e n s e s  

Net Income (Loss) 

$ 1 2 , 3 0 9  $ 1 9 , 2 1 6  $ 1 9 , 2 1 6  

$ 968 $ 1,100 
67 100 

3 64 400 
40 50 

424  450 
618 850 

1 , 2 0 0  1 , 4 0 0  
368 400 

3 , 3 0 0  3 600 

20 25 
1 , 6 2 5  2 ,500 

515 675  
150 200 

4 ,646  4 , 6 4 6  
116 130 

50 50 

$ 1 4 , 4 7 1  $ 1 6 , 5 7 6  

$ ( 2 , 1 6 2 )  $ 2 , 6 4 0  

1 569 1 , 5 6 9  

3,788 3,788 

2 2 

$ (4,383) S 419 

$ 1,100 
100 

400 
50 

424 
618 

1,380 
368 

3 600 

20 
850 
515 
150 

4 ,646  
130 

50 
333 

$ 1 4 , 7 3 4  

$ 4 , 4 8 2  

1,569 

3,788 

2 
~~ ~ 

$ 2,261 

(1 ) "Actual"  a n d  "Pro forma Rcquc?Rtod" i ncomc? and @xpc?nHeH 
were t a k e n  from t h e  A p p l i c a n t ' s  C o m p a r a t i v e  Income S t a t e m e n t  fo r  
t h e  twelve-month  p e r i o d  e n d i n g  A p r i l  30, 1980. 
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Summary 

. -e 1 
T h e  Commission,  a f t e r  c o n s i d e r a t i o n  of a l l  t h e  evidence of 

record and being adv i sed  is of t h e  o p i n i o n  a n d  FINDS: 

1 .  That, i n  t h i s  instuncc, tlic ndjustcd  rat<? of r e t u r n  o n  

Applicant ' s  N e t  I n v e s t m e n t  is f a i r ,  j u s t  a n d  r e a s o n a b l e  a n d  w i l l  

produce a n  approximate 7 . 3 %  rate o f  r e t u r n  w h i c h  is computed as 

follows: $4,482 ( N e t  O p e r a t i n g  Income)  i $ 6 1 , 4 8 9  ( N e t  I n v e s t m e n t )  = 

-073. 

2. T h a t  t h e  rates prescribed a n d  set f o r t h  i n  Appendix  "A" 

a t t a c h e d  h e r e t o  and made a p a r t  h e r e o f  s h o u l d  p r o d u c e  gross a n n u a l  

r e v e n u e s  of a p p r o x i m a t e l y  $19,216 from 154 customers a n d  are t h e  

fair, j u s t  a n d  r e a s o n a b l e  rates t o  be charged for water service 

rendered by t h e  Appl icant  to c u s t o m e r s  located i n  a port ion of 

Graves  C o u n t y ,  K e n t u c k y .  

3. T h a t  t h e  Commission f u r t h e r  c o n c l u d e s  t h a t  a n n u a l  gross 

r e v e n u e s  in t h e  amount  of $ 1 9 , 2 1 6  are n e c e s s a r y  and w i l l  permi t  

t h e  A p p l i c a n t  t o  meet its o p e r a t i n g  expenses and debt service 

r e q u i r e m e n t s .  

O r d e r s  i n  This Matter 

The Commiss ion ,  o n  t h e  bas i s  of t h e  m a t t e r s  h e r e i n b e f o r e  

set f o r t h  a n d  t h e  e v i d e n t i a r y  record i n  t h i s  case: 

HEREBY ORDERS t h a t  t h e  rates prescr ibed  a n d  set f o r t h  i n  

Appendix "A" a t t a c h e d  h e r e t o  and made a part h e r e o f  be a n d  t h e y  

are h e r e b y  f i x e d  a s  t h e  f a i r ,  just a n d  reasonable rates of t h e  

Sedalia Water D i s t r i c t  for providing water service t o  c u s t o m e r s  

located i n  a p o r t i o n  of G r a v e s  C o u n t y ,  K e n t u c k y  t o  become 

effective for services r e n d e r e d  o n  a n d  a f t e r  t h e  date  o f  t h i s  

Order. 

IT IS FURTHER ORDERED t h a t  t h e  A p p l i c a n t  f i l e  w i t h  t h i s  

Commission,  w i t h i n  t h i r t y  (30) d a y s  from t h e  d a t e  of t h i s  O r d e r ,  

- 4 -  



its t a r i f f  sheets s e t t i n g  f o r t h  t h e  rates approved h e r e i n .  

Further, t h a t  a copy of the Applicant's Rules and Regulations 

for p r o v i d i n g  s e r v i c e  to its customers s h a l l  be f i l e d  with 

said tar i f f  s h e e t s .  

Done a t  Frankfort, Kentucky, t h i s  21st day of November, 1980. 

UT I L I T Y  REGULATORY COMMISSION 

Chairman 

ATTEST : 



APPENDIX "A" 

APPENDIX TO AN ORDER OF THE UTILITY REGULATORY 
COMMISSION IN CASE NO. 7920 DATED NOVEMBER 21, 1980 

T h e  f o l l o w i n g  ra tes  a n d  c h a r g e s  are  h e r e b y  prescribed for 

t h e  c u s t o m e r s  s e r v e d  by t h e  Sedalia Water D i s t r i c t ,  G r a v e s  C o u n t y ,  

Kentucky.  All o t h e r  ra tes  a n d  c h a r g e s  not specifically m e n t i o n e d  

h e r e i n  s h a l l  remain t h e  same as t h o s e  in e f f e c t  pr ior  t o  t h e  date 

of t h i s  O r d e r .  

Meter Size a n d  Rate B l o c k  Month ly  R a t e  

5/8" x 3/4" Meter 

F i r s t  2,000 gallons used per month  
Next 2,000 g a l l o n s  u s e d  per month 3.00 
Over 4,000 g a l l o n s  used per month 1.00 per 1,000 gallons 

$6.00 minimum bill ( 2 )  

(1) T h e  minimum m o n t h l y  c h a r g e  of $6.00 s h a l l  e n t i t l e  t h e  
customer t o  2,000 g a l l o n s  of w a t e r  or  less per month .  A d d i t i o n a l  
charges for u s a g e  in e x c e s s  of o n e - t h o u s a n d  gallons s h a l l  be 
computed  t o  t h e  n e a r e s t  o n e - h u n d r e d  (100) g a l l o n s  of u s a g e  o n  t h e  
basis of t h e  above u n i t  costs  per one-thousand (1 ,000)  g a l l o n s .  


